Information Technology (IT) industry has played a major role in the Indian economy during the last few years. Over the past decade, IT has become one of the fastest growing industries in India. It has grown at a CAGR of 28% during last decades. IT sector has been chosen for study because it is a sunshine sector of India. The dividend payment pattern of IT companies has changed leaps and bounds over past few years. While taking these considerations taken into account, the relationship between the company's selected factors and the dividend payouts has been somewhat different but we do not know the determinants of the Indian IT companies' dividend payouts. To our knowledge, few studies regarding determinants of dividend payouts have been conducted in Indian context and they are not up to date. Thus, it would be interesting to investigate the issue to conduct a research regarding the relationship between a number of factors and the dividend payouts in the IT sector.
INTRODUCTION
Each and every business needs finance to run smoothly. One of the ways to raise finance is by means of issuing shares to the public. The profit of a company is distributed to the shareholders as dividend. How much dividend is to be paid to shareholders is based on the dividend policy. The policies related to dividend are framed by the top management. The dividend policy will give a clear cut picture of what proportion of earnings is to be paid to shareholders and what proportion is to be ploughed back as retained earnings. Dividend policy decision is a very crucial policy decision as it influences the growth of the company
Need for the Study
Several studies have shown that many factors are contributing to the increase or decrease in dividend distribution decisions. Dividend is the cost to the equity capital contributed by large shareholders. Large scale companies are not started with a single person, it is the contribution of several investors with a view to earn profit and divide the same as per their share of capital contributed. While deciding what amounts to pay as dividend is always motivated by variety of factors. Dividends represent a distribution of the book surplus, accompanied by a distribution of assets, or by a change in the form of equities, or an increase in the liabilities of the corporation. Dividend policy is a crucial policy decision. It influences the growth of the company through retained earnings as well as the market value of its equity shares. Dividend payment directly enhances the wealth of shareholders whereas retained earnings maximize the wealth of company. The entire wealth of company belongs to shareholders, but the shareholders are highly anticipating dividend rather than wealth maximization. Therefore, a study on determinants of dividend policy will be a relevant decision in view of this phenomenon.
Statement of the Problem
In this study, it is tried to find out the dividend policy on profitability of selected IT companies in India. There is a standard policy followed by the companies for giving the dividends. It is thought that only successful companies pay dividend to their shareholders but now a day we can see that some successful companies don't give dividend. The company value is independent of dividend policy and it only depends on the earning power of the company's assets and its investment policy. It industry plays a very important role in contributing to our economy. In the top ten leading companies, the second leading company is an IT company. This shows that how much growth is there in IT industry. IT sector is an ever green sector. For the past few years, we have seen huge ups and downs in the dividend pattern of IT companies. Hence an attempt is made to study about the determinant of dividend payout and the factor which are related to it. This study makes an attempt to find out the answer for the following questions.
What is the trend of dividend payment of Information Technology Companies in
India?
2. What are the factors that are considered by decision makers while determining the dividend payment?
3. What association exists between dividend payout and firm profitability among IT companies in India?
4. What is the relationship between the dividend payout ratio and company's selected other explanatory factors among IT companies in India?
5. What is the extent of the association between dividend payout and firm profitability?
Objectives of the Study

1.
To evaluate the applicability of Lintner model, a basic dividend model as well as the applicability of extended version of Lintner model in explaining the dividend policy of companies.
2. To establish the association between dividend payout and firm profitability among selected IT companies in India.
Scope of the Study
The corporate dividend policy and its determinants factors has been studied with reference to 27 selected information technology companies for the period 2005-06 to 2014-15. This study is mainly related to identify and determine the relative significance of various determinants having a bearing on the dividend policy decision of the sample companies with the use of multiple regression models both at the aggregate level and selected medium and large group classification levels.
METHODOLOGY
Universe
The universe of the study is considered as companies listed in the Bombay Stock Exchange (BSE) only because all the listed companies required following the norms set by Securities Exchange Board of India (SEBI) for financial reporting.
Sampling Frame
The sampling frame consist of companies belonging to Information Technology and to construct the data sample, all information technology companies in Prowess Database (27 companies) were taken into consideration.
Sampling Methods
The companies are selected using stratified sampling technique. Using this sampling technique, the companies are formed into groups called strata (medium and large) based on the Total assets of the companies based on 2014-2015
Unit of Observations
This study has been confined to 27 Information Technology companies which is further classified into Large and Medium Scale companies according to their respective total assets on the basis of Rs. 500 crore as large scale and rest of the companies as medium scale. The sample companies listed in Table 1 . 
Tools Used
Mean, Standard Deviation, Range, Skewness, Kurtosis, Coefficient of Variation, Correlation and Multiple Regression are used for this study.
Hypothesis
1. The Size of the company has a positive effect on the dividend policy. 2. The profitability has a positive effect on the dividend policy.
3. Risk has a negative relationship with the dividend policy or PE ratio is positively associated with the Dividend payouts.
4. Leverage has negative effect on the dividend policy.
5. The Liquidity has a positive effect on the dividend policy
Limitations of the Study
1. For the present study, the required data of the sample companies is collected from "Capitaline Data Base". Hence, the reliability of data is based on the accuracy of data in "Capitaline Data Base".
2. The present study is undertaken only on IT sector companies in India. The findings of the study may not be applicable to other companies from other industries.
RESULTS AND DISCUSSION
The variables selected for the study includes (i) Dependent Variables -Dividend Payout Ratio (DPR) and (ii) Independent Variables -Dividend Payout Ratio (DPR), Return on Equity (ROE), Free Cash Flow (FCF), Liquidity (LIQ), Leverage (LEV),Risk and Growth.
Size
The previous literature assumed that there is a relationship between the firm's size and its dividend policy. The big size companies pay higher dividends and smaller size companies pay less dividends, as they find it difficult to raise funds, as compared to large companies who have easier access to the capital market and hence are less dependent on the internal funds, leading to more capability to pay the dividends.
Measure of Size
The Size of the firm is measured by the natural logarithm of the book value of the firm's Total Assets. (Joseph 2001) Size (LTA) = Natural Log of Total Assets
Profitability
Previous researchers have found profitability as one of the most important determinants of dividend payout policy. However, the results on relationship of profitability and dividend payout have been mixed. As per the pecking order theory, the firms will prefer to rely more on internal funds or retained earnings as a result the firms will have a tendency of paying less dividend and hence having more retained earnings. Hence, the profitable firms will prefer lower dividends.
Measure of Profitability
The profitability has been measured by Return on Equity (ROE) = Net Profit after Preference Dividend/Number of Equity Shares outstanding Return on Assets (ROA) = Net Profit / Total Assets Earnings per Share (EPS) = Net Profit / Number of Equity Shares Outstanding
Risk
The P/E ratio implicitly incorporates the perceived risk of a given company's future earnings. A high P/E suggests that investors are expecting higher earnings growth in the future compared to companies with a lower P/E (Fama and French 1998, Puckett 1964). Raising dividends reduces the risk of future cash flows to the stockholder which increases stock price and the PE ratio. High PEs may be associated with low risk and higher payout ratios, whereas low PEs may be attributed to high risk and lower payout ratios.
Measure of Risk
The risk of the company has been measured by Risk = Price of Share/Earning per share ratio
Leverage
The empirical evidence regarding the relationship of leverage with dividend payout is mixed. The higher the leverage of the firm the lower is the dividend payout; this could be because of the debt covenants.
Measure of Leverage
The leverage has been measured with the help of following formula Leverage = Short Term and Long Term Liabilities / Total Shareholder's Fund
Liquidity
The liquidity or cash flows position is another important determinant of dividend payouts. The firms with more liquidity are more likely to pay dividends as compared to the firms with a liquidity crunch. Dividend payments depend more on cash flows which reflect the company's ability to pay dividends. A poor liquidity position means less generous dividends due to shortage of cash. Liquidity has been measured by the following formula; Liquidity = Current ratio (Current Assets/Current Liabilities)
Descriptive Statistics of Medium Scale IT companies
The table 2 provides the descriptive statistics of medium scale IT companies for all the variables. It shows the number of observations of all variables, their average value, Standard deviation, Range, Skewness and Kurtosis. The dividend payout ratio of sample firms ranged from 0 to 281.910 with a mean ratio of 30.63 times and standard deviation of 40.053 which implies that high variations among the sample firms. The return on equity ratio of sample firms ranged from -10.090 to 57.200 with a mean ratio of 11.477 times and standard deviation of 10.822 which implies that low variations among the sample firms. The free cash flow ratio of sample firms ranged from -52.640 to 106.430 with a mean ratio of 18.932 times and standard deviation of 22.080 which implies that high variations among the sample firms. The liquidity ratio of sample firms ranged from 0.460 to 22.930 with a mean ratio of 2.501 times and standard deviation of 2.425 which implies that very low variations among the sample firms. The leverage ratio of sample firms ranged from 0 to 4.060 with a mean ratio of 0.517 times and standard deviation of 0.911 which implies that very low variations among the sample firms. The risk of sample firms ranged from 0 to 759.730 with a mean ratio of 26.851 times and standard deviation of 71.565 which implies that very high variations among the sample firms. The growth of sample firms ranged from -0.879 to 1.459 with a mean ratio of 0.138 times and standard deviation of 0.315 which implies that very low variations among the sample firms. The size of sample firms ranged from 1.923 to 7.400 with a mean ratio of 4.982 times and standard deviation of 0.928 which implies that very low variation among the sample firms.
Correlation Analysis
Correlation analysis was carried out to examine the presence of multicollinearity and strength of the relationship between variables are depicted in Table 3 . The study findings showed negative significant relationship between dividend payout ratio and leverage (r = -0.258, p value <0.05). This implies that an increase in leverage decreased the company's dividend payout ratio. Secondly, there was a positive significant relationship between dividend payout and leverage among medium companies (r=0.605, P value <0.05). This implies that a unit increase in liquidity increases dividend payment ratio. Thirdly, there was a positive relationship between dividend payout and free cash flow among medium scale companies (r=0.007, p value >0.05) but statistically insignificant. Finally, Return on Equity (-0.113, P value > 0.05), Risk (r=-0.021, P value > 0.05), Growth (r=-0.075, P value > 0.05) and Size (r=-0.156, P value > 0.05) were negative relationship found with dividend payout which is found to be statistically insignificant.
Regression Analysis
The strength of the relationship between the dependent variable return on assets and all the independent variables taken together of selected medium scale IT companies and the impact of these independent variables on the profitability are given in table 4. Regression analysis is used to test the impact of dividend payout on selected explanatory variables relating to profitability, liquidity, leverage and firm characteristics of the medium scale IT companies. As we mentioned in mode of analysis, a model was formulated and the results are summarized in the above Table 4 . The specification of the selected explanatory variables such as ROE, FCF, LIQ, LEV, Risk, Growth and Size in the above model revealed the ability to predict dividend payout (R 2 = 0.698). In this model R 2 value of above mentioned explanatory variables denote that 69.8 % to the observed variability. The remaining 30.2 % are not explained, because the remaining part of the variance in explanatory variables is related to other variables which are not depicted in the model.
An examination of the model summary in conjunction with ANOVA (F-value) indicates that the model explains the most possible combination of predictor variables that could contribute to the relationship with the dependent variables. Model created by the researcher is significant at 5% level of significance. F value is 2.159 and respective P value is 0.042 which is statistically significant at 5 percent level of significance. In this case it reveals that only DIVP has a significant impact on NPT at 5 percent level of significance. However, it should be noted here that there may be some other variables which can have an impact on profitability, which need to be studied. In addition to the above analysis DurbinWatson test also carried out to check the auto correlation among the independent variables. The Durbin-Watson statistic ranges in value from 0 to 4. A value near 2 indicates nonautocorrelation. Model has the value is 1.213. This indicates that there is no auto correlation.
Working capital turnover ratio, current assets to total assets ratio and current liabilities to total assets both are significant at 5% level of significant. Working capital turnover ratio has β coefficient value of 0.077. This shows that 1-unit increase in working capital turnover will cause an increase of 0.077 units in return on assets, but this effect is significant.
Current assets to total assets ratio has a direct variation and significant relationship with return on assets. Its β coefficient is 0.437. Current liabilities to total assets ratio, current ratio, debt-equity ratio, leverage and size of the companies have an inverse relation with return on assets. Their β coefficients are -1.012, -0.008, -0.014, -0.123 and -0.016 respectively. Cash to current liability ratio has a direct relationship with return on assets. Its β coefficient is 0.004 and insignificant at 5% level of significance. An examination of the model summary in conjunction with ANOVA (F-Value) indicates that the model explains the most possible combination of predictor variables that could contribute to the relationship with the dependent variable. Model summary are significant at 5% level of significance. F Ratio is 5.719 and respective Significance F is 0.000 which is statistically significance at 5% level of significance. 
*. Correlation is significant at the 0.05 level (2-tailed). **. Correlation is significant at the 0.01 level (2-tailed).
The study findings showed positive significant relationship between dividend payout ratio and risk (r = 0.779, p value < 0.01). This implies that an increase in risk increase the company's dividend payout ratio. Secondly, there was a positive significant relationship between dividend payout and free cash flow among large scale companies (r = 0.018, P value < 0.05). This implies that a unit increase in free cash flow increases dividend payment ratio. Thirdly, there was a positive relationship between dividend payout and liquidity among large scale companies (r = 0.064, p value > 0.05) but statistically insignificant. Finally, Return on Equity (-0.005, P value > 0.05) and Growth (r = -0.030, P value > 0.05) were negative relationship found with dividend payout which is found to be statistically insignificant. The dividend payout ratio of sample firms ranged from 85.030 to 11059.460 with a mean ratio of 103.263 times and standard deviation of 968.659 which implies that very high variations among the sample firms. The return on equity ratio of sample firms ranged from -5.490 to 102.120 with a mean ratio of 19.883 times and standard deviation of 17.248 which implies that low variations among the sample firms. The free cash flow ratio of sample firms ranged from -176.690 to 12772.870 with a mean ratio of 806.582 times and standard deviation of 2163.213 which implies that very high variations among the sample firms. The liquidity ratio of sample firms ranged from 0.150 to 11.880 with a mean ratio of 2.509 times and standard deviation of 1.746 which implies that very low variations among the sample firms. The leverage ratio of sample firms ranged from 0 to 22.880 with a mean ratio of 0.478 times and standard deviation of 2.040 which implies that very low variations among the sample firms. The risk of sample firms ranged from 0 to 542.030 with a mean ratio of 25.185 times and standard deviation of 58.804 which implies that high variations among the sample firms. The growth of sample firms ranged from -0.704 to 4.815 with a mean ratio of 0.278 times and standard deviation of 0.644 which implies that very low variations among the sample firms. The size of sample firms ranged from -0.117 to 10.781 with a mean ratio of 6.979 times and standard deviation of 1.536 which implies that very low variation among the sample firms.
Regression Analysis
The strength of the relationship between the dependent variable return on assets and all the independent variables taken together of selected large scale IT companies and the impact of these independent variables on the profitability are given in table 7. Regression analysis is used to test the impact of dividend payout on selected explanatory variables relating to profitability, liquidity, leverage and firm characteristics of the large scale IT companies. As we mentioned in mode of analysis, a model was formulated and the results are summarized in the above Table 7 . The specification of the selected explanatory variables such as ROE, FCF, LIQ, LEV, Risk, Growth and Size in the above model revealed the ability to predict dividend payout (R 2 = 0.617). In this model R 2 value of above mentioned explanatory variables denote that 61.7 % to the observed variability. The remaining 38.3 % are not explained, because the remaining part of the variance in explanatory variables is related to other variables which are not depicted in the model.
An examination of the model summary in conjunction with ANOVA (F-value) indicates that the model explains the most possible combination of predictor variables that could contribute to the relationship with the dependent variables. Model created by the researcher is significant at 5% level of significance. F value is 28.129 and respective P value is 0.00 which is statistically significant at 5 percent level of significance. In this case it reveals that only DIVP has a significant impact on NPT at 5 percent level of significance.
However, it should be noted here that there may be some other variables which can have an impact on profitability, which need to be studied. In addition to the above analysis Durbin-Watson test also carried out to check the auto correlation among the independent variables. The Durbin-Watson statistic ranges in value from 0 to 4. A value near 2 indicates non-autocorrelation. Model has the value is 1.925. This indicates that there is no auto correlation. The study findings showed positive significant relationship between dividend payout ratio and risk (r = 0.481, p value <0.01). This implies that an increase in risk increase the company's dividend payout ratio. Secondly, there was a positive insignificant relationship between dividend payout and return on equity among full scale companies (r=0.009, P value > 0.05). This implies that a unit increase in free cash flow increases dividend payment ratio. Thirdly, there was a positive relationship between dividend payout and liquidity among full scale companies (r=0.31, p value >0.05) but statistically insignificant. Fourthly liquidity and size (r=0.31, p value >0.05) and (r=0.073, p value >0.05) respectively were positive relationship found with dividend payout ratio which is to be statistically insignificant. Finally, Return on Equity (-0.005, P value > 0.05) and Growth (r=-0.030, P value > 0.05) were negative relationship found with dividend payout which is found to be statistically insignificant. The dividend payout ratio of sample firms ranged from 75.030 to 11123.567 with a mean ratio of 65.601 times and standard deviation of 672.396 which implies that very high variations among the sample firms. The return on equity ratio of sample firms ranged from -10.090 to 102.120 with a mean ratio of 15.524 times and standard deviation of 14.863 which implies that low variations among the sample firms. The free cash flow ratio of sample firms ranged from -176.690 to 12772.870 with a mean ratio of 398.171 times and standard deviation of 1549.123 which implies that very high variations among the sample firms. The liquidity ratio of sample firms ranged from 0.150 to 22.930 with a mean ratio of 2.505 times and standard deviation of 2.121 which implies that very low variations among the sample firms The leverage ratio of sample firms ranged from 0.00 to 22.880 with a mean ratio of 0.498 times and standard deviation of 1.577 which implies that very low variations among the sample firms. The risk of sample firms ranged from 0 to 759.730 with a mean ratio of 26.049 times and standard deviation of 65.616 which implies that high variations among the sample firms. The growth of sample firms ranged from -0.879 to 4.815 with a mean ratio of 0.205 times and standard deviation of 0.505 which implies that very low variations among the sample firms. The size of sample firms ranged from -0.117 to 10.781 with a mean ratio of 5.944 times and standard deviation of 1.605 which implies that very low variation among the sample firms. The specification of the selected explanatory variables such as ROE, FCF, LIQ, LEV, Risk, Growth and Size in the above model revealed the ability to predict dividend payout (R 2 = 0.238). In this model R 2 value of above mentioned explanatory variables denote that 23.8 % to the observed variability. The remaining 76.2 % are not explained, because the remaining part of the variance in explanatory variables is related to other variables which are not depicted in the model. An examination of the model summary in conjunction with ANOVA (F-value) indicates that the model explains the most possible combination of predictor variables that could contribute to the relationship with the dependent variables.
Overall Companies
Model created by the researcher is significant at 5% level of significance. F value is 11.64 and respective P value is 0.00 which is statistically significant at 5 percent level of significance. In this case it reveals that only DIVP has a significant impact on NPT at 5 percent level of significance. However, it should be noted here that there may be some other variables which can have an impact on profitability, which need to be studied. In addition to the above analysis Durbin-Watson test also carried out to check the auto correlation among the independent variables. The Durbin-Watson statistic ranges in value from 0 to 4. A value near 2 indicates non-autocorrelation. Model has the value is 1.960. This indicates that there is no auto correlation.
CONCLUSION
Dividend policy refers to decisions involving distribution or retention of profits. It is most important decision not only from the prospective of the company but also that of other stakeholders, creditors, Government etc. Dividend policy also helps the firm in making choice of distribution of its profits to its shareholders as a cash dividend and, if so, how much to pay and with what frequency. The main aim of this research is to find out the relationship between dividend payout and corporate profitability of selected IT companies in India. Based on the results, it could be found that the impact of dividend payout on corporate profitability measured by return on equity is positive and statistically significant for the whole sample while positive but insignificant relation is found for the dividend paying companies. The impact of dividend payout on profitability in terms of earnings per share was negative and significant after controlling for size, growth and leverage for the dividend paying companies where as an insignificant relation was reported for the whole sample.
